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WELCOME TO SHAREHOLDERS, GUESTS, AND STAFF




Managing Directors presentation delivered to AWF Group AGM 27th July 2011 

Simon Hull Managing Director

Welcome ladies and gentlemen to this our 6th AGM since becoming a listed company in 2005, and what a great year 2010/11 was.

I would like to open with thanks to our teams throughout the business, I know this year’s result is due to of a lot of hard work, not just this year but through the previous tough years as well. It is a great result.

I would also like to welcome and introduce the two new members to the AWF family, AWF Mourant based in Waihi and Panacea Healthcare with branches throughout much of the North Island.

AWF Mourant is the partnership with David and Kaylene Croker in the Waihi area which has taken the company’s skill supply into the mining sector, and has also allowed expansion and better servicing of the geographic area. They are great people and Mike will talk further on the opportunities this presents. 

The partnership with Panacea Healthcare, also takes the company into a new area. As is just starting to be recognised more widely, Health is a sector which will face significant new staffing and skills pressures as our population ages, and the required initiatives are instigated to deliver more and better outcomes at a cost the country can afford.

Panacea is a Health specialist company, started some 33 years ago by Trish Neale, initially supplying bureau staff to the sector, which has now grown and developed to be one of the main specialist suppliers of in home services for ACC. It is also working in and developing further services in the home, available to both self-funded and alternative funded clients.

Trish Neale, founder and Executive Director of Panacea is also Chair of the New Zealand Home Health Association which is the national body representing providers in this sector. She has immense experience in this fast changing health area. Managing Director Jan Hilder has been with the company for a number of years after a successful career in other industry sectors, I can assure you these two ladies make a most formidable team. 

The company is extremely well developed, structured and run, but most importantly for us, it is one that shares the same ethos and values around safety, training and staff and service quality that we do. This is I am sure pivotal to its strength and success in this challenging sector.

I would like to invite Panacea’s Managing Director, Jan Hilder to tell us a little more about the sector, its opportunities and where Panacea fits in, after which Mike Huddleston AWF Group COE will talk to, what we are seeing elsewhere in our business both geographically and across the different sectors we service.

Managing Director Panacea Healthcare – Presentation for AGM 27th July 2011

Panacea Healthcare has been part of the AWF Group since October 2010 and I believe that our integration has gone very well.
At first glance it may seem that AWF and Panacea Healthcare come from different worlds, but the truth is that we are both all about people. We both have a strong set of ethical values and both focus on providing the right staff at the right time in the right place. For Panacea, being part of the AWF Group strengthens our ability to provide high quality and innovative solutions to the problems facing the New Zealand Health sector.
New Zealand is facing significant challenges in the delivery of sustainable and affordable health care for its population in large part because we have a growing and ageing population of increasing ethnic diversity and we have high expectations in regard to our entitlement to the very best in healthcare. 
In 2006 the proportion of those aged under 65 outnumbered those aged over 65 by about 7:1. By 2026 it is predicted that this ratio will decrease to about 4:1. That is to say for every one person over the age of 65 there will only be four people under the age of 65. It is predicted that the number of people over the age of 85 will increase from around 58,000 in 2006 to around 127,000 in 2026. These statistics directly impact health expenditure, at the same time as having a major fiscal effect on New Zealand’s ability to fund healthcare services.
The ageing of the population places pressure on the healthcare system because as we age, we have increased risk of medical emergencies such as stroke and we become more susceptible to long term chronic health conditions – often more than one at a time. 
Apart from the impact of an ageing population, various lifestyle factors are contributing to an increase in long term chronic health conditions such as diabetes and its many complications. The nature of healthcare service needs is shifting towards an emphasis on the management of long term conditions and the need to find cost effective ways of managing more complex combinations of multiple conditions.
The population in New Zealand has been educated to expect the very best in healthcare. In the public mind this is linked with the provision of care in hospitals. In fact the trend worldwide is for an emphasis on the safe and effective delivery of care at home. Not only is this a more economic use of the health dollar, it is also a better environment for most people to get well. 

At the same time as the demand for service in the health sector is increasing dramatically, there is a growing shortage of trained healthcare staff available to provide that care - in part because the health workforce is itself ageing.  
There is a worldwide trend for providing as much care as possible at home, supplementing the health workforce with the aid of assistive technology, educating people in the effective self-management of their conditions and creating care regimes where a spell in hospital is kept brief through avoidance of admission for as long as possible and planning for early discharge.
We have been providing home based healthcare for over 34 years. We are one of ACC’s key providers of support for those clients who have sustained serious injury and require long term, often quite complex, care. Because of the amount of work that we have done in this area, we have created a model of service that can be adapted to take care of long term chronic health care needs. 
This year we have introduced some innovations to our services. Panacea Better at Home ™ introduces a different model of purchasing home based healthcare services. All providers in our sector sell services “by the hour”. However we believe that is not the way that consumers think. You do not phone the hairdresser and ask for an hour of time, you phone and make an appointment for a “cut and blow wave”.  We believe that being able to specify the outcome clarifies expectations and creates flexibility. We have launched Panacea Rise n Shine™, Panacea Bed n Breakfast™, Panacea Pop In™ and Panacea Tuck In™. 
Earlier this year we launched Panacea Travelability which is a website that is designed especially for the mobility impaired traveler – whether their impairment is caused by disability, injury or age related frailty. The site enables the traveler to find accessible accommodation, attractions and transport, and then go on to book and pay for their unique itinerary.    
Panacea will continue to seek innovative ways of providing cost effective care, opportunities to expand our geographic reach, opportunities to develop strategic partnerships and opportunities to expand our services to meet the needs of the NZ Health Sector - with the objective of being seen as New Zealand’s most respected provider of in home healthcare.

CEO Presentation to the Annual General Meeting

Of Shareholders of AWF Group Limited
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Introduction

Good morning and welcome to shareholders, guests and our senior management team.
I take pleasure in overviewing for you the AWF Group’s performance and activity for the year ended 31 March 2011. 

It has been a year of changes and successes. We have made substantial progress in the profitable development of the company. We have revitalized its market image, its advertising and its brands and we have not only grown the core business both organically and by acquisition but we have also commenced development in a new market sector to widen our offering.


[image: image3]
In my presentation to you today, I will firstly give you an update on the development of the traditional business of AWF across the divisions. 
As shareholders with an interest in the company you will all have seen that we have changed our name. At the same time we have rebranded and refreshed our advertising and I will explain our approach here and show you our new advertising.

The year has been one of significant business mix change for various reasons and I will explain these to you.

I will then touch on the acquisitions of Panacea Healthcare Ltd, which you have already heard about from Jan Hilder, and the acquisition of the majority shareholding in AWF Mourant Ltd.

Before looking at the financial results and trends over recent years I will give you an update on some development initiatives we are working on to continue our growth.
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General Overview

You see here the operating and revenue generating divisions of AWF Group. I will address those of Panacea and AWF Mourant a little later, so at this time let me give you an overview of activity in the others.
AWF Labour is the traditional core of the Group’s business and to an extent the business we are best known for delivering. It is about providing blue collar workers to Construction, Infrastructure and Civil, Waste Management and a fair amount of general labouring. This division, with Quin Workforce’s activity in the sector included, currently produces just below 40% of our revenue.

Across the entire country construction activity has slowed significantly in the year, however this slow down has been balanced to an extent by higher activity in infrastructure development and road maintenance. Both Auckland and Wellington suffered from a shortage of new starts in commercial construction and of course Christchurch lost any impetus it did have mid way through the period. The Group did reap the benefits of Rugby World Cup stadium developments in Dunedin, Whangarei and Auckland but construction activity was sparse.
On the other hand, the changes in climatic conditions seem to have significantly increased the levels of road maintenance activity and this together with Government spending initiatives on infrastructure such as the Victoria Park Tunnel and the Newmarket Viaduct boosted this sector of AWF Labour. 

AWF Manufacturing and Logistics continued to thrive in the year and now produces 41% of our revenue. Whilst I am not able to disclose publicly the names of our increasing base of international and national clients I can tell you that if you or your family, or their pets for that matter, are consumers of seafood, poultry, biscuits and confectionary, soft drinks, wine, canned fruit and vegetables or pet food sachets our staff have very likely been directly involved in the processing, packaging or delivery.

In the last two years, after refocusing on this sector, we have achieved the position of leader in New Zealand for skilled temporary staff supply.
Quin Workforce, as many of you will remember, is our Wellington based temporary labour supplier, predominantly providing trades people to the construction sector. As I said earlier, construction in Wellington was and still is at a standstill and the year has been a difficult one for Quin. It has strengthened its involvement in other business sectors including manufacturing and logistics but we will not see a full Quin recovery until the capital starts to build again. 

Lastly, our newest division is AWF Trades. It is so new in fact that it has not yet commenced business however we are presently fitting out a new branch in Christchurch and have recruited a new manager. Our focus with the Trades division is to gain back our ascendancy in the provision of tradesmen carpenters, plumbers, electricians etc. What better place to start than in Christchurch. 

We are exploring the opportunities for employing immigrant tradesmen from the UK and Europe and see this as a distinct likelihood in the short term. Our intention is to expand AWF Trades to the main centres, when the demand is right over the next 12 months.

Before I move off this slide, let me talk about the new branding you see here.

On 1st April 2011, the public entity changed its name from Allied Work Force Group Limited to AWF Group Ltd. This change was part of our final moves to freshen up our image and soften the hard labouring and “work force” image as we gained strength in other sectors. After the rebranding we took ourselves off radio advertising where we have been for many years and on to Television. Have you seen our advertising yet? Let me refresh your memories. 

We have a great deal of rebranding yet to do, in respect of premises and vehicles, and this is a project for the next 12 months but we are already receiving very good reactions from our customers.
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Finally on this overview, let me show you the split of our business now, following the introduction of Panacea and the growth of the last 12 months. The significant changes that can be seen here are the annualized addition of the Healthcare sector, the reduction in our Construction business in line with a market downturn, a significant upturn in Civil business and strong growth in Manufacturing and Food Processing.
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Acquisitions Completed in YE2011

Jan Hilder has already spoken to you about Panacea Healthcare Ltd, the company we purchased on 1st October 2010, involved in the provision of skilled specialist staff to the healthcare sector. 
Panacea has proved in the 9 months since acquisition to be everything we hoped it would be. The cultures of our two companies have fitted well together and the strong management team in Panacea appears to enjoy the association. 

In the 6 months to 31st March Panacea contributed over $6.6m to group revenue and achieved our projected levels of profitability before acquisition and amortization costs. We are confident of achieving top results from Panacea.

Sadly, David Croker, our fellow shareholder in AWF Mourant has been called away due to a family bereavement and is unable to meet you today. David has provided machinery operators, engineers and other skilled workers to the mine for over 10 years. We recognised this opportunity to strengthen what David had developed and at the same time to expand into the region where we had no presence. 

AWF Group has a 75% shareholding in AWF Mourant and we are very pleased with the substantial growth in earnings from the business, since acquisition. We have been able to outstrip even our best expectations.

Our Direction in 2012

I have already discussed earlier the development of AWF Trades which will soon start up in Christchurch. I will not dwell on this other than to say that we see this brand in Auckland within 12 months, then providing for expansion across the country.

In addition to expanding our geographic presence into the Hauraki/Coromandel region with the acquisition of AWF Mourant, we have also recently opened a new branch, our 29th operation, in Gisborne. We have been able to do this on the back of more than 12 months preliminary development undertaken by our Hawkes Bay branch and we will therefore hit the ground running in this region this month.

Aside from our organic growth, we have not ceased exploring the opportunities for growth within our core business, by acquisition. Our aim is to continually look to develop the range of product that we deliver to our clients. Inevitably this will continue our path from labouring to manufacturing, food processing and logistics, to trades people, to engineering, machine operating and potentially on to white collar recruitment.
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Financial Performance over the past 3 years

I think you will agree that the following financial highlights demonstrate a strong path for the group over the last 18 months.

Revenue has grown strongly in the 31 March 2011 year with the inclusion of over $6m from Panacea.
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The trend over the last 3 years by quarter is even more apparent and is showing our market strength along with the new acquisitions.
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And finally a correspondingly strong picture of our earning growth by half year, before interest, tax, depreciation, amortization and one off acquisition costs in the past year. 
Conclusion

I hope that I have conveyed to you a picture of where the AWF Group is positioned and where it is heading. I would be happy to answer any questions or direct them to my colleagues.

Thank You

Thanks Jan and Mike.

Let’s remember back over the previous years as credit crunches became credit crises, became World Economic Crises as each wave hit business, certainly the first thing most businesses had to do before they even began to address any internal rationalisation required, was to halt any skills outsourcing. 

We suffered as a result of that. 

But as you can see from the slide Mike has left up, we are through that labour level correction that business needed to make, in fact generally business seem more ready than ever to take advantage of having the skills flexibility without the committed on-going cost. As a result our business continues to grow both in its previous core business, and now with its strong acquisitions.

And so how are we tracking in the current year?  And what does the year ahead look like?

I am reminded that in our year end announcement we observed that the “momentum established in recent months has carried on into the current financial year” – and indeed it has continued to be so.

So as we look to the six months to 30 September 2011, we will include the contributions from Panacea Healthcare and AWF Mourant for the first time. These together with the excellent performance of the core AWF Group business, indicate an EBITDA lift of over 40% year on year; - so we are tracking very positively. 

For the full year we expect Revenues to well exceed $100m and if the momentum is able to be maintained then a full year result of continuing levels of EBITDA growth is possible.

We will be able to update you on full year expectations at the time of announcing our interim results in November.

I must again thank our team for all their efforts and success under Mike’s leadership - Dave Sutherland CEO, Brent Mulholland GM Ops, Fleur Board National Sales Manager, Briar Snelling H & S Manager, Saxon Marfell-Jones IT Manager, Steve Costley Manager Quin and obviously all their teams throughout the business. Believe me running an operation with 3000+ in its workforce makes for, never a dull moment.

Lastly I would like to thank our two Independent Directors; I am sure on behalf of all shareholders. We are most fortunate to have the governance and guidance of two such experienced Directors as Ross Keenan our Chairman and Ted van Arkel. Thank you gentlemen for your on-going input and efforts.

Thank all shareholders for their continued support of our company.

Back to the Chairman.
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